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EXECUTIVE SUMMARY

TITLE: The Changing Face of Central Europe over the Next

Decade.

Author: David G. Morris, Wing Commander, RAF.

The next decade will see many changes in the

political, military and economic stricture of Central Eurose.

Many Factors will have contributed to that change, but no one

person will have had a greater impact on events than Mikhail

Gorbachev, the charismatic leader of the Soviet Union. This

paper examines the impact that the events of the past five

years will have on Central Europe. Specifically, it addresses

the changes in East/West relations both militarily and

politically; it analyses the problems facing Eastern and

Western Europe as they move closer towaris financial

integration in the 90s. Finally, it assesses the ef'ect tma

the European Community's 1992 programme will have on U.S.

economic relations in the years ahead.
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CHAPTER I

INTRODUCTION

In March 1985, Mikhail Gorbachev came to power in the

Soviet Union. His arrival heralded a new era in Soviet

diplomacy for which the world and the Western nations in

particular were totally unprepared. In his efforts to bring

about domestic and foreign policy changes, he introduced the

world to "glasnost" and "perestroika". On defence matters, he

talked of a new "defensive" policy and, more recently,

"reasonable sufficiency" both of which reflect a major shift in

Soviet military doctrine. However, it has only been in the

last nine months that the greatest impact of these reforms has

been felt. By December 1989, communism had almost certainly

lost five countries: Poland in June, Hungary in October. East

Germany in early November, Czechoslovakia a fortnight later and

finally Romania in December. By mid-1990, all the Soviet

Union's Warsaw Pact allies except Romania will have held at

least semi-free elections and Soviet troops will have been

withdrawn from many of these Eastern European countries (1:14).

All these events will have a profound effect on the shape and

future domestic and foreign policies of both Eastern and

Western Europe.

This paper will assess the impact that the events ,D-



the past Five years will have on Central Europe over the next

decade. Speci-ically, it will address the changes on La-t'blest

relations both militarily and politically; it will look at the

problems facing Western Europe as it moves towards financial

and political integration in the 90s. Finally, it will assess

the effects that the European Community's 1992 programme wil1

have on both U.S. relations and world trade in the years aheac.



CHAPTER II

EAST/WEST RELATIONS

Over the next ten years, the problems facing Europe's

political leaders will centre on the stabilitv o- inst?,onllt/

of Eastern Europe and on the economic and political

developments within the European Community. However, more

importantly, it will depend on the progress made in reshap.ng

Europe's security arrangements to counter the reducec oerceiveo

threat from the t (2:80).

The Perceived Threat

Already, -Fewer people on both sides of the cent -l

European divide feel threatened by each other. The

Intermediate Nuclear Forces Agreement, the ongoing C v- ,lr:a

Forces in Europe (CFE) negotiations, the oreachino c--he

Berlin Wall and the "social democratization' oF Eastp-rn EJrcr-e

have demonstrated just how much the situation ha5 chanced.

Even Americans now believe that the military threat tm Western

Europe is over. In Washington recently, the U.S. Defence

Secretary in justifying proposed reductions to the Pentagon

budget stated that it was now safe to cut spending because the

threat from the Warsaw Pact was diminishinq rapidly (3:A17).

So what effect therefore will these new perceptions c-F the

threat have on the balance of forces in Europe?

' - ,wnn, m nmamm Nm nl n n nnm in uum n '



lr2a Levels in Western F-irope

Even without a further arms reductions breakthrough, it

is inevitable that troop levels within Europe will reduce.

Agreement on current CF. negotiations would mean that the US

would withdraw some 30,00 troops from Western Europe and the

Soviet Union would have to demobilise about 225.00'.

Effectively, this would limit American and Soviet troops in

Europe t- 275,000 oF each side. In late November !95',

the Bush Administration even went further by admitting that iF

the next round of talks on CFE, it did not discount the

oossibility of a -eduction in U.S. troop leveis down to

150,000 (3:A16). Many Western European nations a aio '-c_=-

continuing political and economic pressures to -ecuce tr'eif

active forces: the United Kingdom is committed by he Wes, -

European Union to maintain 55,000 troops in West Germany,

however, financial pressures may lead to a cnange in o

attitude. The Benelux countries contribute 4 divionf t

cefence of West German, but, here again, a per-ceoti,*-n c

reduced Soviet threat coupled with fiscal problems wvi!

certainly lead to a review of their current comm:7:ments.

Finally, West Germany itself is encountering demograohc

domestic p.-oblems that will lead both to a reduction in tne l

armed Forces and to an increasir-i call For a reduced Ai ii

military presence in their country: a declining lpop ulation

jill certainlv mean a reduction in their active a-rmed ov-va

and, as the threat appears to recede + urther, Qreate' will

tecome the cal i or a 4:wr :Ing oF tne 40(,,Q0n (i !ed tronuc

L1



currently deployed i- West Le,-many (4:24).

Troop evels in Eastern Europe

In Eastern Europe, there are clear- signs tlna ir,-reas'c

democrati-ation is also leading to reduced militarv

expenditure" Hungary an6 Poland have both announrced defence

cuts of 25% over the next two years (2:82) and, even in the

Soviet Union, cuts of 1% in the 1?88 military budget show a

reversal of the trend in military spending. Ecuallv

importantly in terms oF East/West tensions are the recent calls

by certain Eastern European countries for reductions in the

scale of Soviet forces based in Warsaw Pact territories.

Hungary, on 16 January 1990, requested that all Soviet troops

be withdrawn. Czechoslovakia's Foreign Mirister recently

pointed out that, since Moscow had admitted that the 196B

invasion was "illegal", then there was no valid reason fo,- the

70,000 to 75,000 Soviet troops to be stationed in his cout-.ty.

Finally, Poland has requested that cuts in Soviet fc-cez a

made and that existing treaties ware re-visec. -',11

everts ooint towards not onl / a sign1~i7t c7i-,vie -

levels in Europe but also to oo.siWl c rges :,e ,;t< ,-'

of the NATO and Warsaw Pact A-lliar:es ense'.

The Rutu-e of the Alliances

NATO, despite -antinuing debate on d e-rnce-

how member nations shol d share the collecti,.- curden. ,ji ll

r1  /ital to Europe-aan n its '-o , O,-,E,/ ,ioa-- t ,-

4o.e-.er, changes are in .vita ei t . . r uci _r 2 E .

-~'ntt~ac t-c K:Tr) ~ *I ~ r-rr,~5



forces back within its borders, as now seems quite I i el , ard

the ka,--saA P'_3ct reduces its armed forcEs signirica, -I>',t

thre could be a 15% to 20% reduction in NATO Forces c-- tne

next five years (i:53). The Belgiums have already e,'re'ssed a

wiih to withdraw their 25,000 troops from West Germany ,7: Ij'

and economic pressures from within the U.S. will certainly lead

to even greater reductions in American forces in the near

e-tuC w>e~ 'hatever the c-it s- tr -"I ~Zii re

.-eai- tn central I ink bet ween tr J .. ann d . t est t.

and, to this end, there must aioways be America troos ,

Guope until s.uch time as Eurone establishes fo- itsel! a c , !

new stability (G:1S). Ever then, zome Eu-opeans wi1 cnt!nU .

to want a U.S. oresence i i Europe trt to counter not 'J a

s -i l very povjer ul , nuclear S-viet Union but also to p---i 9

counterbalance to what by 1q95 cotLld be a reunivied, o- . ,_

even, neutral Germany (6:54) .

Put what cf the Warsa,,- Pact. Poland has ai~res<=.

democracy: iunrgarv is lirel, to :-a ter ia- h >-,

E : Geranv -'- rechnos Ioa c/a are not t ti- tehind. :

four, Poland, Hunqary and Czechoslovakia have alreed, ,-:1yea

the Soviet Union to withdraw forces From the territrie.: vet

it is they that are the very heart of the Warsaw Pact cutsi'-e

the Soviet Union (6:53). The Commander in Chief o; t hi_ United

Armed Fo-ces of the Wa-saw Pacc must now wonder just ho,.

renocnsive tnose countries L-4culd be to Soviet bidding 'U:Th.

Howe ,o ,a though the Warsaw Pact is experienc-. g areot

internal turmoil, it is needed if fr no other teas, n thn

6



maintain peace in Eastern Europe particularly ri,-ing the

present period of resurgent nationalism. Also, despite the

impression qiven by Gorbachev that he has virtually written off

Eastern Europe politically, it is very unlikely that he would

allow any of these countries to leave the Warsaw Pact at least

in the foreseeable future (9:A17).

Both Alliances will be with us throughcut the next

decade a!tnough not oerhaps in their present fo,° r 3rc a

rot For the same reasons. In the immediate Futur-e t ,

continue to be needed to oversee continuing arms reductions.

However, in the long-term, the Alliances will in all

profaibility cecame more politically orientated instituticris

with less emohasis on military {Lnctions.

7



CHAPTER II

AN INTEGRATED EUROPE

Changes in the military structure of both Eastern and

Western Europe during the 90s are inevitable. -urthe3mre. as

the east European countries move further away from Soviet

military dependance, they will begin looking towards the West,

particularly the European Community (EC), for greater finarcial

support and eventual economic integration. Already, there is

talk within the Community of "broadening" its mernership t-'

include some Eastern countries. However, any such move could

lead to a delay in the creation of the single katet :-9! to

which the President of the European Commission and the majo-ity

of members are now committed.

The Eurooean Community

1992 should see tne adoption of the Single Ei-ooo -

Market when all trade barriers between the states o{ toe E

should come down. In addition, it could see the estabiimen<

of economic and monetary union (EMU) as well 3s the accectance

of a 'social charter" of employment rights. The current

President of the European Commission also wants to tae

integration a stage further. He wishes to make a Eu-coeAn

government more accountable and for it to become r-esoonslbie

for establishing a single foreign policy embracing toth

8



security and defence - his aim is to create a deeper Ccmmunity

leading eventually to a Federal Europe (10:55). Currently,

only the British Prime Minister is strongly opposed to

"deepening" the Community. She dislikes the idea of monetary

union, believes that Europe's defence should rest with NATO and

is against relinquishing national sovereignty to a European

parliament (11:58). Furthermore, although not advocating

immediate entry into the Community, she has stated that she

would prefer to see the EC assisting in the democrati:ation o-

Eastern Europe by establishing some form of associate trading

status within the EC. However, her preference for "broadening'

is seen by sceptics as a way of deferring EC acceptance o-F EfMU

and the 'social charter" beyond 1992 rather than a iiterate

effort at Eastern European economic integration within tne EC.

The Economic Future of Eastern Eurooc

So what does the economic future hold For Eastern

Europe? Despite the EC's apparent reluctance to eden its *_oo-s

to Eastern Eurocean countries before 1992, it :.cull rot be

the long-term interests of either the Community or cr - '

Europe =t 6 whole to d- 7 Eastern Europeans th-e econo-

support that they so desperately seek. So in the meantime, t--_

problem is how best to assist them in their efforts at

democratization whilst at the same time preparing tnern zo- tre

-ealities of economic competition in a free European *n, t

in the ooinion of many within the Community, merely injeo.ncq

foreign cacital into Eastern Europe is not the ar:s, er I I:

it reqilires more than that. Fi-st. it is onnensia! the



Western European nations to open their borders to trade and to

participate fully in technological, cultural and economic

exchanges with their East European neighbours. Second, it will

require a corresponding commitment by the East Europeans to

reform their economies and to adopt a more free-market approach

to commerce. But then even after proving their economic and

democratic credentials, there will still be many obstacles to

successful inteoration within the EC. They will still have ti

wait their turn behind Turkey and Austria both of whom have

already applied for Community membership and, more importantly,

they will need to reflect on how they see their Future as

defensive allies of the Soviet Union. This they will need to

do because if the EC does "deepen" its political base in 19q2

and includes both defence and common security in its charter,

then clearly applicants for membership to the EC would have to

be at least neutral. Even in the present circumstances, that

might be too much for the Soviet Union to take as it would in

time inevitably lead to the dissolution of the Warsaw Pact as a

defensive alliance (11:58).

Another option to the Eastern Europeans might be to

apply for entry into the European Free Trade Association

(EFTA): four of its members are neutral - Austria, Finland,

Sweden and Switzerland - and two are members of NATO - Iceland

and Norway, and it has virtually none of the policy machinery

of the EC. However, EFTA members are richer and their

economies are more market-orientated than many of those within

the Communitv. EconomicAlly therefore, there would esist 3n

10



even greater gap between the EFTA nations and those of Eastern

Europe (11:58). A third and possibly more plausible option

open to the East Europeans could be to seek some form of

Association Agreement with the EC so that, even if the

Community did "deepen" in the coming years, East iropean

countries would not be required to adopt a neutral status.

Although such agreements are normally more difficult to acquire

than cooperation agreements - they nEed unanimous appove,! o-

Community members - they are in the long term more valuabl-

economically to the associated country.

The Future of East/West Economic Relations

The development of East/West economic relations in the

9 0s will depend on the path that the EC elects to take over the

next two years. The Community has two options: it can follow

the line advocated by the President of the European Commission

and adopt a "deepening" policy to include security and de7erce

or it can look to "broadening' the Community with the

acceptance oF new members. The strongest supporters to -

"deepening" are from France, Italy and from within the Eurcoeari

Commission; all oF them believe that the current upmeavai in

Eastern Europe should not slow down the process of EC

integration (13:50). They want the present 12 members to form

a tighter union just as soon as is possible. However, i the

Community does elect to "deepen", then it risks alienating the

British and the West Germans both of whom wish to sue a broader

not deeper Community. Britain is totally opoosed. but West

German concerns are centred upon the issues of de'ence and



European security which, if included in EC policy, could bar

neutral countries from EC membership. She would prefer to see

a "neutral" Community that keeps its doors open to neutral

states such as Austria and Sweden and also to those East

European nations that reform their economies enough to join

(14:2). In the final analysis, West Germany would certainly

reject any deepening that for political reasons prevented East

Germany from eventually joining the EC (15:14).

On the other hand, "broadening" would slow down the

process of integration. A Community of 16 or more would find

it even less easier to agree than the current 12 members and so

the chances of reaching a consensus on such issues as monetc.v

union or on a common defence would be inevitably delayed.

However, those in favour of "broadening" believe that now is

not the time for the Community to turn its back on an e,<-

communist East. They argue that a closed door policy tcoarods

Eastern Europe could encourage nationalism and intole-,nc,2

towards their rich Western neighbours (]:5O).

The President of the European Commission the-e4,?m

faces a very difficult decision. Does he persue his p e~erreo

"deepening" policy which would now meet with strong oppcSitiori

from West Germany as well as Britain or does he defer to tose

who wish to "broaden" the Community? Although the EC wculd ,e

prepared to turn its back on Britain, it neds West Govm.3,y.

Already, West Gerrni alone accounts For /.5% of the ertie

gross national product of the EC and is the single most

important trading partner ot almost ever, othe,- Eiropee'



country. Furthermore, it would not be in the interests of the

Community to aoopt policies that ignore the conseQuences o4 the

"German Question" and so Force West Germany to adopt possibl/ a

neutral status outside the EC.

On balance, therefore, the seemingly best course of

action for tlie EC to take over the next two years will be to

Persue a limited "deepening" policy whilst at the same time

negotiating Association Agreements with the nations of Easte-n

Europe. The Community will probably agree to EMU and to the

"civil ckarter" but will defer the issues of common security

and defence until a later date. This approach will o-fer the

best compromise and will satisfy the interests of both parties.

it will leave open membership to neutral countries thus

lessening some of West Germany's concerns. At the same time,

it will also allay some of Britain's doubts over loss of

sovereignty. For the Eastern Europeans, it would mean access

to the wealth of Western Europe without political strings.

Over the next decade, the EC must open its doors to all

European nations that meet the necessary membership conditions.

In the process, it will help to transform European security as

neutral countries become more closely involved in Europe's

political structure and as Warsaw Pact countries begin to

develop economic ties with NATO nations (2:32).

13



CHAPTER III

THE GERMAN QUESTION

The West German Plan for Reunification

The greatest obstacle to a truly integrated EC is the

question surrounding the future of East and West Germany.

Prior to the breaching of the Berlin Wall on 9 November 1989,

the vast majority of Germans saw unification as a distant aim.

Now West Germans in particular see it as an achievable coal

within the next five years. At a meeting of the West Germar

parliament in late November, their chancellor announced his

three stage plan for unity. The first would have to be Free

elections in East Germany. In the second stage, he envisac:ec

the establishment of a loose confederation involving gc, 1ecnrr

ccmmittees to co-ordinate policy and a body craw, 4+-m te

members cf both parliaments. The final stage, unification,

would be the integration of both states into a Federal Fepubii

within the EC (16:56). He neglected to mention, however, the

timescale envisaged or what role a united Germany would c-

could expect to play in an integrated Europe or NATO.

Effect on European Securi ty

Whatever thn time-scale, the thought of a reunified

Germany is to some a very unattractive if not destabilising

proposition. Neither the European p(,wers, the Soviet Union nct-

14



the U.S. are totally in favour oF a single Germany bi,, iF it

is the wish of the German people, there is very little thf-3y ca-,

do to prevent it. Their concerns are not based on historical

-Fears but rather on the impact that reunification would have on

NATO, the Warsaw Pact and the security of Europe. It is

inconceivable to imagine a Germany part of which is still

aligned with NATO whilst the rest remains within the Warsaw

Pact. A unified Federal Republic of Germany either has to te

neutral, totally aligned with NATO or with the Warsaw Pact.

There can be no middle road.

A neutral Germany would not be a demilitarised one. It

would possess the biggest army in Europe outside of the '3oviet

Union and, even if it remained non-nucleA-, would give

considerable cause for concern to both West and certain East

Europeans alike (8:14). German neutrality might suit the

Soviet Union provided that a new Federal Germany accepted its

post-war borders as final. It would not, however, meet witn

the support of all West Europeans. NATO would lose both West

German territory as well as one of her strongest military

allies. Furthermore, unless France decided to allow American

troops back on French soil, U.S. forces currently stationed on

West German territory would return home. If thi-3 did happen,

NATO could find itself unable to resist a surprise attack bv

the Soviet Union even without the support of its Warsaw Pact

allies (17:52). A unified Germany aligned to NATO alone would

under the present circumstances prove totally unacceptable to

the Soviet Union. The latter would lose its best and largest.

15



non-Soviet army as well as access to the only country bordering

NATO that is still prepared to tolerate Soviet troops (17:52).

Furthermore, it would even have to face the prospect oF NATO

troops moving into East Germany. However, it is not

inconceivable, although in the author's view unrealistic, that

an agreement by NATO not to position troops in an eastern

Federal Germany might prove sufficient to gain Soviet suppcr-t

for such an alignment. The final option would be fo- a

reunited Germany to be aligned solely with the Warsav Pact. 1r

the present climate, this is unthinkable. As a military

alliance, the Warsaw Pact has virtually ceased to exist ar-.i,

furthermore, such an alignment would be totally unacce tate _-

all but the Soviet Union. The most likely oUtcome is tF-

unified Federal Republic of Germany will become neutral.

Although such a move would not meet with the wholehearted

approval of all concerned parties, it is th, only reali_=Eic

option to the two Germanies row that reunification is

inevi table.

The Role of a Unified Germany in the 90s

The question that now remains is what role wiil a

unified Germany of 80 million people have to play in the Eu-ocoe

of the 90s. A reunited Federal Germany with more than 6 ., YJ

people under arms will be a daunting prospect, even in today's

climate, and so every effort must be made now to anchor West

Germany into Western Europe. Should a reunified Germany elect

to become neutral, then the only option open to the West

Europeans is to ensure that the new Germany is bound firmly

16



into the EC. It is therefore extremely important that current

decisions affecting the future of the Community should not

ignore the German view. This means that the subjects of

foreign policy, defence and security should continue to remain

outside the Community's political control at least for the

foreseeable future. Economically, it also makes sense. The EC

needs West Germany almost more than she needs the EC. With a

gross national product (GNP) that exceeds boto Britain's

France's and a currency that is Europe's strongest, tne Germn

economy is central to Europe's success in the years ahead

(-:80). A united Germany outside of both NATO and the EC o.ld

not necessarily be a military threat, but, with her

industrialised might and a GNP estimated at $1.4 t-illion. s--e

would become the overwhelming economic power within Europe.

German reunification is no longer a dream. It will

become reality and the rest of Europe must be prepred for - .

Althouah it will take the Germanies some considerable -i t-

achieve total reunification, a loose confederation as J.- -

by the West German chancellor in Novemoer 1969 can- __

avjay. Tne EC must be ready. The members of the EC rn .

defer to German wishes and shelve any ideas they may ha,.e ab,-.

shaping a single foreign policy embracing both de~-nce ard

security at least for the immediate Future. This will permit

the EC to anchor either the loose confederation or a neLtrai

Pederal Germany f-irmly within the Community. This inte , . aticr

is essential if, as would seen likely, West Germany is fr-ed

to withdraw frnm NATO as a result of reuniFicatior.

17



CHAPTER Iv

THE EUROPEAN COMMUNITY AFTER 19(3-7

Notwithstanding the progress that has already been mace

towJards economic and political union within the Ec, ,

barriers still exist. The question of EMU remair-s r; , ee

agreement on the "civil charter' and well as on the cz.ure r

the EC's single foreign policy. Disagreements are also still

in evidence on automobile production and within the ',;-.,.

transportation and telecommunications industries (l:!7).

However, these problems are not unsurmountable and with a

population approaching 320 million and a combined gross

national product of $4.2 trillion, the EC will in the csrnini:

years become one of the world's strongest economic commu-,iti-

ahead of Japan at #3.0 trillion and approaching the U.S. at

$4.8 trillion (19:17).

Broadeninq the Communit

Already many European nations outside of the EC

including some of the neutrals are beginning to see the

possible penalties of exclusion. Of the EFTA countries for

example. Austria has now applied for membership, Norwa/ will

follow suit after 1992 and Sweden, Finland, Iceland and e,.,

Switzerland are all looking to develop closer ties i,,ith t-e

Community ('2:0). Not Forgetting of course the Ea1 ,-

19



nations all of whom are looking towards tHe EC -ci- c r

imo-ovement in trading relations. However, i - the EC i.

benefit fully from a more integrated and competitive int-nii

market then it must continue to remain neutral and to keep its

doors open not just to Europe but to th . world.

The Lowerino of Tade Barriers

Within the EC, 1992 will herald a signipicant rnoe

towards a ioL^jering of interriti, in+- Ecoean-

wi 1 tnereloe 1 eac to 3 +,-eer 41o,) of goods, se- v ico -

capital t-cughoLt the Community. However, i- the a cvatge

gained througn the lowering of internal uarrles a 'o e

.:st, th'en t - mst also _e a coresp)onc~ng l ^;e =r- -

e-:r t al econcric b-a<- 1e - The EC must n- c

urope". It would be Jrong t-tn frcm a colitical ani ccc

standooi nt -Pr the 77 to ,sooat ',-- f#m ic- r-.: 7

This wOuld '-.' lead to n ,-_.- ionis ooi~c:es sn- r9 .- i -

. . . . -- 2 - f _ '.. _

_j. OP C 7eDMs or the sL t C-c t' >--

.r. ,_nj, 1e-t '- S n !rn-CD- t t- rc

, ei i i s otne -s view t e r) core V)ith r :

aporehes ion. " Fe scet i-s '-ear those ba-rLcrs rimve1

Int r na1 1 v I -, E-.i I1 i - s moiv ne r-- r e -2 - e

re t,-t r.S -:?ness to the E -na-et.

r- ot I-n be1 t9at a ct-3or E-,c ea . t

w! ;-i cpe c ne,, oo ortunit es fc-- Amer i -n Fjvr-- .flj

S t _ , I n _re 17 , U.S. excorts tE t,- -- . F ,
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increased eight- fold and direct investment has jumped f-om -57.

to 40. (22:15). The optimists predict that this trend will

continue throughout the 90s and that the prospects for those

firms already establishad in Europe coulo not be brighter.

The pessimists view the situation somewhat differently.

They point to five areas where the EC will pose a major

challenge to U.S. exports to the Communit/. First, they see a

unified European market creating an industrial coet --

that will enable it to undersell many American goods and

services thus weakening rather than strengthening an already

troubled U.S. trade position. Second, many exporters beiie,,e

that access to the European market may be restricted in c d

to give Erocean indust-y pr-efer-ential treatment. Th d i

predict that the Community is likely to use its ne,- curi

economic power in support of its exporters (2I':107). Rcvr"

thev are concerned that even those American comanries aiea

establ1ihed within te EC may -fin that distinctio

made oct-en ntlVe European companies and those tr, at

'-,regr-La s d (2' :!5_ . Finalv, some ccrtsactc s ',ji

tech indstre re-ar tnat the low ering c-F trade bar-i!E-

thrc~Jgn.ct Eurooe ,ill lead to the transfer c -ritzel

techno'ogies to the East.

Unroubtedly, the establishment or a ne,. ecLnoirmc

supe, -p,,e- in wPo2 i i nf-t be wi th ,t ito problems b to

L.i . 7-a : r -r t ,- i' than to o_ -. cm Iuooe i i. IF

will r-o,.de trn'e U. . ih a very st-ong trading m- Pro

,,h i:h wl L e oanaOl o or pwo, iilJr- tot h S'iport '.,'- thKtrl23 il;
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wrong eth tJ9 res t c0  te '-jo r r's economies and a 11rcier ar,--

te t te- m - e I!.. I-c U . S ro,-I cts = an,, set-. vI ce:s Tt e  i t -.

should helo signi4icantl!, to red,,ce the U.S. balance .-

in the years ahead (2: 108). However, if American Firms are to

make the best of these opportunities, they must act rcv4 tz*

establisn themselves within that new market. The comnetiti.'

will be very tcugh, but the results in the lorcg term .-jil' t-
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CHAPTER V

CONCLUSION

The next decade will see many changes in the political,

military and economic structure of Central Europe. M':'-),,,

factors will have contributed to that change but no one o rso

will have had a greater impact on events than Mikhail Gocrbachev

the charismatic leader of the Soviet Union.

Over the last nine months, communism has lost five

countries. In the months ahead, "social democratisation"

throughout Eastern Europe will continue to effect the political

scene and also the level of forces available to the Warsaw

Pact. As the perceived threat to Western Europe recedes, so

will the commitment of forces to NATO. These events will

inevitably lead to changes both in the structure and functions

of the Alliances in the future.

Recent events in Eastern Europe will also affect the

process of economic and political changes within the Eurooean

Community. As more East European nations look to the west -Fo.

improved trade relations, so their attention will become

focused on the EC. However, it would not be in the intere. ts

of either party to rush into things. Issues such as a ccvmon

EC defence and 'ecurity policy, economic and moneta~-v uclion -inC

the 'social charter" will need to be resolved L/ thp Ccmmuni-,

-1--



first. Even then, the East Europeans cannot expect immediate

and automatic entry. Other nations are already ahead o- t em

in the queue and, as yet, the economies of the East Europeans

are no match for those of the market-orientated Western

nations. Despite the distractions from Eastern Europe, the

Community is continuing to press ahead towards full economic

integration in 1992.

The only reallv manor obstacle _-emini ng s te

of German Unity. Ge-man reunification is inevitable.

neutrality of a new Federal Germany is a distinct possibility.

Therefore, any decision taken by the EC which would include

defence and security as part oP its common defence zoIic OsTi.'_

ne considered very carefully otherwise a reunite neu t-a.

Federal Germany cou' d be driven out of the EC as ,)el as

This cannot be allowed to happen. The EC must ta~e acocurt o-

West German wishes and adopt a foreign policy which ers-e

that _a -eunited Germany stays anchoIred to tre Ctmmu,_it..

A ful l/ integrated European Commun vn _

he-aid the arrival of a new economic suoer'rooier. -m

0nerican economists view the orospects with acp,-esi-n:

others see it as a opporturity for the U.S. to imn-ove it.5

balance oF trade and to strengthen its commercial li i -,

Europe. However, whatever the problems, the U.S. rut Hco

to accFnpt the challenge and so take advantage o4 a mari'et that.

by the turn of the century, will be expanding not just within

the Community but into Eastern Europe as well.
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